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Dual Eligibles: A Review of Medicaid's Role in 
Providing Services and Assistance 



Summary 

The term “dual eligibles” generally refers to individuals who qualify for both 
Medicare benefits and all Medicaid benefits offered in their state. Although dual 
eligibles represent about one-eighth of Medicaid and one-sixth of Medicare 
beneficiaries, the high cost, significant needs, and considerable challenges in 
delivering Medicaid and Medicare services to this group have drawn the attention of 
both state and federal policymakers. 

In FY2002, about 6.6 million individuals were considered dual eligibles 
(including those who only received assistance with Medicare premiums and cost- 
sharing). These individuals comprise a disproportionate care of Medicaid spending 
— representing 13% of Medicaid beneficiaries and 41% of Medicaid spending. In 
2002, Medicaid spent $91.7 billion on dual eligibles including $86.5 billion for 
Medicaid services and Medicare cost-sharing and $5.2 billion for Medicare 
premiums. Of the spending for Medicaid services and Medicare cost-sharing, 69% 
was for long-term care services, followed by 17% for prescription drugs. 

This report also provides an overview of dual eligible individuals and discusses 
the specific role of Medicaid in serving this group. Dual eligibles are more likely to 
be female, in a minority group, have less education, and have higher levels of 
functional limitations than the average Medicare beneficiary. 

Several current issues exist in providing services to dual eligibles, such as the 
challenges in coordinating the delivery of Medicaid and Medicare services. Some 
efforts have been made by states and the federal government to increase the 
coordination of these services; several of these efforts are discussed in the report. 

Another significant policy issue is the implications for dual eligibles of the new 
Medicare prescription drug benefit enacted by the 108 lh Congress, (P.L. 108-173). 
Starting in January 2006, dual eligibles will be required to enroll in the new Medicare 
Part D benefit for coverage of their prescription drugs. 

Finally, states must also cover the Medicare premiums and/or cost-sharing for 
certain groups of low-income Medicare beneficiaries (some of whom may also 
qualify for Medicaid). States also have the option of covering the Medicare 
premiums of other individuals who are enrolled in the state’s Medicaid program. 
Despite the variety of groups covered, identifying and enrolling these low-income 
Medicare beneficiaries remains challenging. 

To assist Congress in reviewing policy alternatives and understanding the 
current status of Medicaid programs, the Congressional Research Service (CRS) has 
produced a number of reports on various aspects of Medicaid including current 
programs and policies. This report will be updated. 
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Dual Eligibles: A Review of Medicaid's Role 
in Providing Services and Assistance 



Introduction 

The term “dual eligibles” generally refers to individuals who qualify for both 
Medicare benefits and those Medicaid benefits offered in their state. Persons 
qualify for Medicare because they are either age 65 or older, or under age 65 and 
have a disability and have been receiving Social Security Disability Insurance 
(SSDI) for two years. 1 Persons qualify for Medicaid because they meet one of the 
categories specified in federal law (e.g., aged, blind, or disabled) and meet the 
income and asset standards states use for eligibility under this means-tested 
program. 

However, the Centers for Medicare and Medicaid Services (CMS) 2 also 
includes in the definition of “dual eligibles” certain low-income Medicare 
beneficiaries for whom Medicaid covers only certain Medicare premium and cost- 
sharing obligations. This latter group (also referred to as the ‘Medicare Savings 
programs’) consists of several subcategories of low-income Medicare 
beneficiaries. Congress requires state Medicaid programs to cover certain 
Medicare premiums, co-payments and/or deductibles for each of these groups, and 
gives states the option of covering premiums for other groups. Unless otherwise 
specified, all data on dual eligibles provided in this report include both those with 
full Medicaid benefits and the low-income Medicare beneficiaries receiving only 
premium and cost-sharing assistance from Medicaid. 3 

This report describes Medicaid’s coverage of dual eligibles including 
demographic information on these beneficiaries, the high cost and intensive 
service needs of dual eligible individuals and associated Medicaid spending, the 
delivery and administration of dual eligible services and assistance with Medicare 
cost sharing. Some features of the Medicare program are described to compare the 
two programs and discuss their interaction, but a full discussion of Medicare 
expenditures for dual eligibles and Medicare program issues is outside the scope 
of this report. 



1 Also qualifying for Medicare are persons who have End-Stage Renal Disease (ESRD). 

2 The federal agency administering Medicaid and Medicare within the Department of Health 
and Human Services (HHS). 

3 The data used in this report, provided by CMS, does not differentiate between Medicaid 
service expenditures and expenditures for Medicare co-payments and deductibles. 
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Current Issues 

Dual eligibles represent about one in eight Medicaid beneficiaries and one in 
six Medicare beneficiaries. However, the high cost, significant needs, and 
considerable challenges in delivering Medicaid and Medicare services to this 
group have drawn the attention of both state and federal policymakers. This 
section provides a brief introduction of three key policy issues for dual eligibles 
— the cost of providing services, coordinating care for dual eligibles and the new 
Medicare drug benefit. Each of these issues is discussed in more detail later in the 
report. 

Cost of Providing Services 

Some policymakers have raised concerns about the overall expenditure 
growth in both Medicaid and Medicare. Because dual eligible individuals account 
for a disproportionate share of Medicaid and Medicare expenditures compared to 
other groups, policy alternatives for dual eligibles are often discussed as ways to 
address the growing cost of these programs. Some of these discussions include 
how to provide the services in a more cost-efficient manner, but they also include 
which unit of government (federal or state) should cover the cost of services for 
these individuals. 

Coordinating Care for Dual Eligibles 

States and the federal government have attempted to address costs and at the 
same time improve the quality of services through efforts to coordinate or 
integrate services for dual eligibles. Coordinating services for these individuals is 
a challenge because: (1) Medicare and Medicaid are administered and operated 
very differently from one another; (2) the two programs cover comparable 
services that differ in the eligibility requirements or scope; and (3) incentives exist 
to shift costs between the two programs which do not necessarily result in the best 
quality or continuity of care for the beneficiary. 

Medicare Prescription Drug Benefit for Dual Eligibles 

The 108th Congress enacted the Medicare Prescription Drug, Improvement 
and Modernization Act of 2003 (MMA, P.L. 108-173). This legislation made 
several changes to the Medicare program including offering Medicare 
beneficiaries access to discounted prescription drugs during 2004 and 2005 and 
adding a voluntary prescription drug benefit under a new Medicare Part D 
beginning January 2006. These benefits include significant changes for dual 
eligibles and those who receive assistance with Medicare premiums and cost- 
sharing. In 2006, dual eligible individuals will no longer be eligible for 
prescription drug benefits provided under the Medicaid state plan. 4 To receive 



4 The Medicaid state plan is the document that states submit to the federal government for 
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